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Editorial Comment 


LETTER from E. Stewart Freeman, of the Den- 

nison Manufacturing Company, a member of 

THE CONTROLLERS INSTITUTE OF AMERICA, may well 
serve as editorial comment. He writes: 


“While your editorial comment in the June CONTROLLER 
did not directly request expressions of opinion, I wish to say 
that I thoroughly approve the policy which it expresses. 

“An association should draw people together because of 
a common interest in some given subject or point of view, 
which may be occupational, social-economic, political, re- 
ligious-ethical, or artistic. In a country where opinion is 
free it is impossible to draw the same people together on all 
points of view and hence a choice must be made and main- 
tained. In our Institute we unite as controllers, but on social- 
economic matters we probably differ as much as we do on 
religious-ethical or artistic subjects. 

“On the other hand professional associations do not exist 
in a vacuum and the interest of business groups impinges on 
economics and hence politics in the same way that the interest 
of religious-ethical groups impinges on social problems and 
hence politics from the other side. Each I think can solve 
the problem in the same way, not by restricting its activities 
to a narrow theoretical aloofness from real life but by pre- 
serving its own proper perspective and emphasis while ad- 
venturing boldly. 

“Among ourselves, at our meetings, and in the pages of 
THE CONTROLLER we should have free and abundant dis- 
cussion of political-economic subjects as they affect the work 


of the controller, but we should always strive to keep the 
discussion on a scientific basis, i.e., to present both sides 
whenever there are two or more sides. As controllers we 
should seek scientific knowledge of the environment in which 
we do business, but if any members want to jump out into 
that environment and take an active part therein they should 
do so as individuals or as members of some outside group and 
not subject our Institute to centrifugal strain. 

“If there should appear to be some issue of particular im- 
portance to controllers as a group we might take a vote of 
our members and report that vote. Even then, however, 
we should merely report that a given percentage of the mem- 
bers favored a certain action and that some other percentage 
did not, and not make it appear that membership in The 
Institute is synonomous with some economic or political 
point of view.” 


The serious thought that controllers are giving to the 
work which The Institute is carrying on is exemplified in 
the many replies already received to the questionnaire re- 
cently addressed to controllers on the subject of the desir- 
ability of consolidated tax returns. Whether the right to 
file consolidated tax returns will ever be restored is a ques- 
tion which only time can answer, but the plan is to marshall 
thought with respect to this problem, so that an effective 
presentation may be made in the proper quarters when and 
if occasion demands. It is a constructive work, and the 
whole-hearted support that is being given the undertaking 
by controllers generally is gratifying indeed. This is but the 
first of a number of studies which are planned. 
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Controller’s Place in Profit Making 
Described as All-Important 


Modern Budget Making, Which Takes Variables Into Account, Presented as Most 
Efficacious Tool to Insure Profits—Vital Part Is Determination of Fixed and 
Variable Trends—Regression Formula Presented—Article by C. E. KNOEPPEL. 


HIS article is based on an address 

made by Mr. Knoeppel before the 
Chicago Control of THE CONTROL- 
LERS INSTITUTE OF AMERICA. The 
regression formula is interesting and 
forward looking. It is seemingly a com- 
plicated one, but is presented in this 
article in its simplest form. It is prob- 
ably well known to those familiar with 
advanced statistical analysis. Mr. 
Knoeppel says that two universities 
have passed on it favorably, and that 
the leading college textbooks advance 
it as the one to use to determine un- 
known variables from known factors. 
Trend determination is the objective 
in this instance. —THE EpITor. 


On October 29, 1933, Rexford G. 
Tugwell, Assistant Secretary of Agri- 
culture, in an address before the Adult 
Education Association, said :— 


“The wherewithal for expansion cannot 
be had until we definitely and with honest 
operations have gone over to the low 
price, large volume program. 

“That was contemplated under NRA. 
Nothing but higher wages and farm in- 
comes together with moderated retail 
prices can redress the maladjustments 
which continue to exist in the structures 
of our prices. Profits will have to follow 
from new efficiencies. 

“To put them first is to put the cart 
before the horse. In fact, the best guaran- 
tee of profits is capacity operation at low 
costs and prices... .” 


If putting profits first is putting the 
cart before the horse, the logical in- 
ference is that putting them last is to 
place the horse before the cart. If 
“profits will have to follow from new 
efficiencies” and ‘“‘capacity operation at 
low costs and prices’ after paying high 
wages, then the implication of Dr. 
Tugwell’s thesis is that business will 
have to continue to take losses, despite 


the fundamental teaching of economics 
that no man or business can keep on 
spending more than is received with- 
out ultimately ending in the bank- 
ruptcy court. 

Let us see what happens when there 
are continued losses :— 

1. There is no reward for skill, ability, 
experience, knowledge and enterprise. 

2. We eliminate the incentive for en- 
deavor and effort on the part of those at 
the business helm. 

3. We fail to pay capital its “wages” 
for the use of its money. 

4. There is no protection against un- 
foreseen contingencies. 

5. There is no provision for research 
and experimentation with which to foster 
and develop new products. 

6. We cannot pay high wages and sala- 
ries. 

7. Prices cannot be reduced to an ec- 
onomic minimum. 

8. We cannot purchase materials 
economically. 

9. We eliminate insurance to offset 
an excess of outgo over income. 

10. There is no assurance of business 
success and perpetuation. 


All being disastrous results, losses 
must be destructive. If their opposites 
are beneficial, profits must be both 
legitimate and necessary. 

We must, therefore, do something 
about our profits! 

If to give profits last place in our 
considerations is to make them least 
or result in eliminating them entirely, 
then placing them first at least assures 
us that they will receive attention, with 
a fair prospect of having some excess 
over outgo, out of which to finance the 
opposites of the ten points above listed. 
Profit is, therefore, the need of the 
hour. Furthermore, profits can be 
made, even in these times, by many 
concerns now losing money but not 
entirely beyond hope of salvaging, if 
their managements are willing to take 


the steps necessary to place their 
profit making on what can be termed 
an assurance basis. 

In taking these steps THE COoN- 
TROLLER is the keystone. 


ELEMENTS IN PROFIT ASSURANCE 


In planning for and controlling the 
making of profits there are four 
steps :— 


. The Profit Objective. 

. Method of Approach. 

. Organizing To Attain the Objective. 
. “Tooling Up” to Secure the Desired 
Result. 


DWN 


THE PROFIT OBJECTIVE 
Let me state a fundamental premise: 


“A business should be operated as a 
skillful driver runs his automobile— 
aware at all times not only of position, 
but of the changing relationships while 
in motion.” 


The military machine is an example 
of what is meant. Military warfare is 
the oldest, largest, best organized, and 
most efficient business the world has 
ever seen. Despite the fact that war- 
fare is full of the unforeseen, the in- 
definite, the intangible, and the en- 
tirely unexpected, a science of war has 
been developed which is taught, and 
an art of war which is practiced. 

In war, military leaders are con- 
stantly observing and anticipating 
changes in conditions; planning on 
what they will do if this, that and the 
other thing happens. Little is left to 
chance. 

The keystone of the military ma- 
chine is conformity to change. 

Business, likewise, is full of the un- 
foreseen, the indefinite, the intangible, 
and the entirely unexpected. Unless 
business battles are planned and fought 
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as planned, business disaster is often 
the result. 

Successful business leaders observe 
and anticipate changes in conditions. 
They plan on what they will do if 
this, that, and the other thing happens. 
In so far as is possible, little is left to 
chance. Conformity to change must be 
the keystone in the business structure. 

It may be said that this is all very 
well for the military machine, but 
somewhat impractical for the business 
machine. In reply to such comment let 
me give part of a statement made by 
Alfred P. Sloan, Jr., president of 
General Motors, in describing what 
happened to his company after the 
depression of 1921, when it had to go 
to the bankers for $80,000,000: 

: . we recognized that our first 
duty was to obtain a better control over 
the operations of this big ship. We 
should not be satisfied to go along, un- 
concernedly, when times were good, with 
no thought of the future. We should first 
devise scientific means of administration 
and control whereby we should be able 
to project ourselves as much as possible 
into the future and discount changing 
trends and influences; and second, we 
should be prepared at all times to alter 
the course of this big ship of ours 
promptly and effectively should circum- 
stances develop which required us to do 
so. This has all been accomplished and I 
feel at the present time, .... that no 
matter what the future may bring forth 
and no matter what changes may take 
place, and irrespective of how suddenly 
they take place, we have at all times the 
organization and machinery to deal with 
these changes in such a way that the ad- 
verse effects upon the great interests 
which we represent will be reduced to 
the very minimum that human ingenuity 
and scientific management can make 
possible.” 

This statement was made September 
28, 1927, in an address before the 
automobile editors of American news- 
papers. The natural question would of 
course be: In light of this declaration 
of a worthy principle, what happened 
in the depression years, 1930-1935? 

The answer is that General Motors 
averaged a net profit of $85,000,000 
yearly for the five years, or approxi- 
mately 10 per cent. on the net worth. 


PROFIT PART OF OVERHEAD 


Becoming more specific in terms of 
our profit objective, let me quote from 


an article in ‘““Nation’s Business,” for 
March 1932, by Mr. W. T. Grant, 
Chairman of the Board, W. T. Grant 
Company, as follows: 


“Taking 100 as a unit, I allowed, let 
us say, five for rent, five for help, five 
for miscellaneous expenses, and ten for 
supervisory services and profit—a total 
of 25 for all charges, leaving a balance 
of 75 for merchandise. 

“The unusual thing about this is the 
fact that I included the item of profit as 
part of the overhead expenses. That was 
new! Instead of making the profit a 
variable factor, I set a minimum figure on 
which it seemed safe to plan. Then, my 
overhead expenses and profit provided 
for, I was free to concentrate all my at- 
tention on how much I could get the 
customer for his dollar. 

“This method was my simple insurance 
against failure, and this is what I am urg- 
ing for business today. Too much is left 
to chance and too little to proper plan- 
ning.” 


METHOD OF APPROACH 


After clearly defining an objective, 
the next consideration is that of the 
method to be used in attaining it. 
With reference to the foregoing, there- 
fore, it must be clear to all that I have 
budgeting in mind. 

It may be contended, however, that 
we cannot budget in times like these, 
owing to business uncertainty and in- 
ability to determine what sales are 
likely to be and what cost changes may 
take place. With this contention I 
thoroughly agree, because in the usual 
type of budgeting we have proceeded 
on the basis of a fallacy; the fallacy 
that a budget can be a fixed thing for 
a given period of time, against which 
we are later to compare the variable 
actual results under totally different 
conditions than the ones considered in 
making the fixed budget. The result is 
a mixing of denominators which de- 
stroys the value of comparisons of ac- 
tuals with budgeted allowances. 

To indicate more clearly why the 
usual type of fixed budgeting is falla- 
cious, let us assume that we budget at 
70 per cent. of capacity. Should busi- 
ness suddenly rise to 90 per cent. of 
capacity, comparisons of actuals at 90 
per cent. against budgeted allowances 
at 70 per cent. will make it appear that 
too much has been spent. If business 
suddenly falls to a 50 per cent. basis, 


comparisons of the actuals at 50 per 
cent. against the budgeted allowances 
at 70 per cent. will make it appear that 
savings have been made. 

What should be done is to compare 
actual results at 50 per cent. and 90 
per cent. with comparable budgets at 
50 per cent. and 90 per cent. This 
spells ‘variable budgeting!” 

In support of this type of budget- 
ing, which I have been advocating for 
more than ten years, let me quote 
from an article ‘““The Variable Bud- 
get,” by Mr. F. V. Gardner, General 
Electric Company, in the February, 
1934, issue of ‘Factory Management 
and Maintenance,” as follows: 

“Since 1930, conditions have changed. 
A static forecast or budget is no better 
than the estimate of business on which 
it is based. And since we have not been 
able to estimate business except from 
day to day, we have either been forced 
to throw away our budgets or to build 
flexible ones that could keep up with 
changing conditions. 

“Since the ultimate good from a budget 
depends upon its adaptability to change, 
it becomes valuable to the extent that it 
is planned to conform to conditions as 
they change.” 

Please note how this ties in with 
the premise regarding the automobile 
and position, and changing relation- 
ships while in motion. 

Let me define what I mean by 
“budget” and ‘budgeting’ as above 


presented : 


Budget—the plan of management 
for a profitable conduct of busi- 
ness affairs. 

Bud geting—the art of determining, 
planning and controlling the mak- 
ing of the required margin be- 
tween sales and costs equal a 
reasonable profit. 


These definitions cover infinitely 
more ground than the usual concepts 
of the words. In this type of budgeting 
—variables budgeting for profit con- 
trol—the profit goal or “‘target’’ is of 
the utmost importance. 

I can best present what I mean by 
saying that Bobby Jones once related 
that when he decided no longer to 
play against his competitors, but al- 
ways against par, he was enabled more 
easily and quickly to win games. Hav- 
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ing a definite goal of his own to play 
against, he did not let himself get dis- 
turbed over his competitors’ scores. 

The same logic applies to a business. 
It should determine its own “profit 
par” and play against that, on the 
premise that what a business does is 
meaningless unless there is something 
against which to measure the perform- 
ance. 

In 1918, I advanced this principle 
as to profit goal, in testimony before 
the Federal Trade Commission in a 
then famous rate case: 


* * . a return to an investor in an 
industrial can be said to reconcile the 
difference between a safe and sure return, 
and a possible but unguaranteed return, 
if the rate is two to three times the un- 
guaranteed return ...., as an average 
over a period of years.” 


If 6 per cent. is considered a safe 
and sure return, or “going” interest, 
this principle would mean a return of 
from 12 per cent. to 18 per cent. 
yearly as net profit to net worth, with 
15 per cent. as a “mean,” as a cyclical 
average. 


Work Becins WITH MEN 

In the type of budgeting advocated, 
and having a proper profit target, our 
work begins with men, not with 
money. 

A business is first and foremost an 
aggregation of people brought together 
to render some form of service to that 
body known as customers, at a profit 
to the owners. A business is a machine 
—a human machine, and like any ma- 
chine should have its design and spe- 
cifications. The design and specifica- 
tions of the business machine should 
be like those of any machine—made 
up of drawings and explanatory mat- 
ter, in the form of organization charts 
and written outlines of responsibilities 
and duties. 

The arrangement of people into an 
organized unit, along with a knowl- 
edge of what they are to do and the 
results expected of them, govern the 
money considerations and consequently 
become our starting point in budget- 
ing. 

The next step in this type of budget- 
ing is the organization of the money 





affairs. In any well-manzged business 
there is a detailed chart of general 
ledger accounts, which constitutes a1 
efficient co-ordination of money mat- 
ters, involving what is received and 
where it comes from, as well as what 
is spent and where it goes. 

If, therefore, we have a chart of 
organization covering people, along 
with a knowledge of their responsi- 
bilities and duties, and a chart covering 
the general ledger accounts, we can 
bring them together in such way as 
efficiently to synchronize men and 
money.* When we have done this we 
have built the proper foundation for 
the most effective kind of budgeting 
—one that can produce profits. We 
call this type of budgeting profit con- 
trol budgeting. 


ORGANIZING TO ATTAIN THE 
PROFIT OBJECTIVE 

In any activity involving the ac- 
tions and relations of human beings, 
whether a community chest drive or 
fighting military battles, the first step 
is that of organization of the work of 
individuals. So with this matter of at- 
taining our profit objective through 
the method of approach advocated. 

At first consideration, this might 
not seem so important, but when we 
stop and ask ourselves the question, 
“Who, in the usual type of organiza- 
tion, working in a detached and un- 
biased way, for most if not all of his 
time, is given the full responsibility 
for planning for profit and providing 
profit control machinery ?’’—then the 
matter takes on an added significance. 
One may go through the list of people 
making up an executive personnel, 
and he will find each absorbed in his 
own routine, trying to do his job in 
the best way possible, and when one 
has finished he will find that usually 
there is no one to whom the “profit 
job” is directly linked. One may say 
that the chief executive is responsible 
to his stockholders through the Board 
of Directors, for the profits made or 
the losses sustained, but, who is re- 
sponsible to the chief executive for 


_ * An elaboration of this concept is contained 
in “The Flexible Budget,” by John H. Wil- 
liams (McGraw-Hill Book Company). 


this major responsibility? Let us tie 
it into some definite function directed 
by a competent individual. That func- 
tion is Controllership. 

In supporting this contention let me 
outline something which at first will 
appear startling and an insult to your 
intelligence. It is in the form of a 
statement that facts, as such, do not 
count at all. The author of this sur- 
prising statement, Count Hermann 
Keyserling, the German philosopher, 
goes further and informs us that 
“ideas” must each time pre-exist their 
expression; that meaning, not fact, is 
the primary principle; and that each 
new meaning must create new facts. 

Let me illustrate what is meant. A 
man—Reaumur—once studied wasps. 
He observed the paper-like nests they 
built. He examined these nests very 
carefully. He observed how the wasps 
gathered their food and then studied 
the nature of the food, as well as how 
it was digested, out of which came the 
paper substance used in nest building. 
This was the genesis of our modern 
pulp-paper industry, in which a ma- 
chine—the “digester” —is a factor. 

Then there was the case of James 
Watt whose watching of the bobbing 
tea-kettle top led to the steam engine; 
and of Newton and the falling apple 
leading to the discovery of the laws of 
gravitation. 

The facts about these things were 
always in existence but either un- 
known or without any value if known, 
because there was no meaning from 


-which would have come the discovery 


and relation of facts. Significance led 
to these discoveries. Significance creates 
facts, not vice versa. 


INVESTIGATOR AND INTERPRETER 

There is another side to it. Dr. 
Glenn Frank informs us that the 
future of America is in the hands of 
two men—the investigator and the 
interpreter. He tells us that while the 
investigator advances knowledge, the 
interpreter advances progress. He goes 
even further and says that while we 
have an ample supply of investigators, 
there is a shortage of responsible in- 
terpreters, because the investigator is 
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not always the best interpreter of his 
discoveries. 

Harrington Emerson, an engineer, 
gave us a new significance about costs 
about thirty years ago, by saying that 
they should be considered in the 
future as well as the past tense. He ad- 
vanced knowledge as a result. It re- 
mained for G. Charter Harrison, and 
men like him, to take this new mean- 
ing of Emerson’s and develop and te- 
late the facts out of which came stand- 
ard costs. Harrison advanced progress. 

If, therefore, we bring together 
these bits of philosophy about “mean- 
ing’ and “interpretation,” we may say 
that the keystone in the work of the 
controller is the “interpretation of 
meanings.” 

Going back to the derivation of the 
word “‘control,” we can build up the 
meaning of the word “‘controller’’ as 
“one who takes the part or assumes the 
function of picking out, counting and 
listing down completely, against, con- 
trary and in opposition to.” 

The logical question is—against, 
contrary and in opposition, to what? 
Why, to losses in business. Supporting 
evidence is given in the modern defini- 
tion of the word “control,” as—'‘to 
exercise restraining influence over; 
curb; restrain; hinder; counteract; 
subdue.” 

If, therefore, the controller's work is 
primarily directed against, contrary 
and in opposition to business losses, 
the corollary is that his work is “for 
and in the direction of profits.” 

Viewing the controller's work, then, 
as interpretation of meanings for and 
in the direction of profits, we cannot 
escape the conclusion that the work 
is of such importance as to dictate that 
he should be subordinate only to the 
chief executive, and on a par with the 
general manager or operating vice- 
presidents, thus linking ‘“‘staff’’ co- 
ordination to “line” direction. 

This means that he should co-ordi- 
nate all staff activities of sales, produc- 
tion and finance; that his viewpoint 
should be that of the business as a 
whole, from market studies through to 
postings of billings to the ledgers; and 
that he would be the left hand of 
management covering the planning 


and control for profit making, with 
the right hand or performance func- 
tion bringing together the work of 
salesmen and workers. 


CONTROLLERSHIP DEFINED 

Based on this way of reasoning we 
can define Controllership as 

“The co-ordinating function in a 
business, working in a detached and 
unbiased way, and charged with the 
responsibility of planning for profits 
and providing suitable profit control 
machinery. It is the investigative, an- 
alytical, suggestive and advisory 
function, studying the business at all 
points all the time, and formulating 
what the proposed practice should 
be with reference to sales and pro- 
duction control as well as financial 
control, which, when accepted or 
modified by the executive manage- 
ment, becomes the approved practice 
for use by the performance or ‘line’ 
function.” 

As will be seen by reviewing the 
foregoing, no provision has been made 
for putting this vital profit work un- 
der a treasurer, or under a controller 
subordinate to a treasurer. To do so is 
to create an illogical arrangement, 
lacking in comprehensiveness, and 
cannot be as successful as the plan sug- 
gested. The reason is that the treasurer 
is a corporate officer, elected by and 
subordinate to the Board of Directors, 
and covers but one of the “big three” 
mentioned—-sales, manufacturing and 
finance. The controller under a treas- 
urer must of necessity give most of 
his thought and time to financial, ac- 
counting and office matters, and only 
incidental attention to the two im- 
portant divisions of sales and manu- 
facturing. Thus, the work degenerates 
into a one-sided control which is no 
control at all in its broadest sense. 

The controller should be a manage- 
rial officer, selected by and subordinate 
to the chief executive, whose work 
should be that of co-ordinating—on a 
“staff” basis—the controls of all of 
the big three mentioned. 

The human body has a controller 
—the solar plexus, or abdominal brain. 
Its function is that of receiving, stor- 
ing and distributing all bodily energy. 


In a business body the energy is in the 
form of the quantitative facts about 
all phases of the business which we 
may call the “vital statistics.” The 
work of collecting (receiving), tabulat- 





ADDITIONAL LIGHT | 
ON SPELLING | 
“CONTROLLER” 


| |. grétione~ light has been 


shed on the moot question 
as to the correct spelling of "‘con- 
troller’ or “comptroller,” when 
| it has reference to the person who 
has charge of the accounting, au- 
diting, budgeting, statistical work, 
| and other duties of like character. 
Someone wrote to The Wash- 
ington Star to ask, “How does it 
happen that controller is some- 
| times spelled comptroller?” Mr. 
Frederic ]. Haskin replying to the 
query said: “It is an erroneous 
spelling introduced about 1500. 
It was formerly used frequently 
in all senses, but is now retained 
only in certain official designa- 
tions.” 
| Mr. Ernest L. Osborne, a mem- 
ber of THe CONTROLLERS IN- 
| STITUTE OF AMERICA, located in 

Washington, D. C., wrote to Mr. 
| Haskin to inquire as to the source | 
_ of his information, and Mr. Has- | 
_kin replied: “The information 
| printed about the spelling of 
| ‘controller’ was secured from Mur- 
ray's Dictionary. This is a large 
| dictionary comprising a number of 
_ volumes and may be consulted at 
| the Library of Congress.” 

It thus appears that the spell- | 
ing “comptroller” is retained and 
applies, as Mr. Haskin points 
out, only in certain official designa- 
tions, whereas “controller” ap- 
plies to all cases. This would seem 
to sustain and confirm the deci- 
| sion reached when THE CONTROL- 
| LERS INSTITUTE OF AMERICA 
| was organized, that the spelling 
| best adapted to the conditions 
with which The Institute was 
formed to deal, is the one adopted, 


namely, “controller.” 
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ing, compiling and filing (storing), 
and issuing reports and charts (dis- 
tributing) makes up the work of busi- 
ness control. If one has doubt as to 
this parallel, let him throw away all 
forms, systems, books of account, 
charts, statistical compilations, and re- 
ports, and keep no records of any kind 
for thirty days, and he will find that 
he has succeeded in eliminating the 
business solar plexus. 


“TooLinGc Up” To SECURE THE 
DESIRED RESULTS 

In the manufacture of any kind of 
machinery we first have to make and 
use tools which have been properly 
designed and made with precision and 
accuracy. The same is true when it 
comes to the matter of profit control 
machinery. In treating of this, the last 
section of our presentation, we can 
say that the most vital record in all 
business the world over is the financial 
statement, made up of balance sheet, 
profit and loss statement, and cost re- 
port. But as valuable as it is, as usually 
compiled and presented to manage- 
ments and banks, it is only a ‘“‘static’’ 
picture of results at and for the time 
made. It acquaints us with our posi- 
tion. 

What is needed in addition, is 
something that will advise us regard- 
ing our changing relationships while 
in motion. Our requirement, therefore, 
presupposing that such a thing could 
be developed, is a variable financial 
statement—a ‘‘moving’’ picture of 
costs, capital and profit and loss, un- 
der, and conforming to, changing con- 
ditions. Such a document would meet 
the specifications contained in a state- 
ment reported to have been made by 
Leonard Ayzes that— 


; . the most important single piece 
of business information that the man of 
affairs can have is that which tells him 
at what stage of the changing course of 
business he is at any given time.” 


How PREPARE VARIABLE REPORT? 
How shall we go about developing 
such a variable report? The answer is 
that to the ones who have pioneered 
in the development of the process 
about to be described, it has been made 


apparent that each business has its own 
distinctive, definite and individual 
economic traits or features which gov- 
ern its present results, and predeter- 
mine what future results are likely to 
be under existing conditions. 

These traits or features are as posi- 
tive as those of a steam engine as 
revealed by the reading of its graphic 
“indicator card.” They can be deter- 
mined and charted, and can constitute 
the basis for adjustments so as to lead 
to profits—the same as is done with 
the steam engine to make it operate 
at maximum efficiency. 

These traits or features are buried 
in the conventional balance sheet, 
profit and loss statement, and cost 
report figures, and a special type of 
analysis is required in order to reveal 
them. 

The vital part of such work is to 
determine the fixed and_ variable 
trends, whether of cost or capital, and 
their combination at different levels of 
sales activity. 

In the matter of these determina- 
tions we can say that a single point on 





a chart (.) gives no hint of a trend. 
Two points when joined have a trend 
indicated by the line joining them, 
but the trend is rather inconclusive as 
but one direction is indicated. Five 
points irregularly placed have a trend 
indicated by their “dash” line. When 
accounting says therefore that certain 
figures are costs or capital items for 
given sales, it has furnished the basis 
for the scientific determination of 
trends. 

Of late years there has been more 
and more plotting of sales points 
against a straight line as the hypotenuse 
of a right-angled triangle, then placing 
the corresponding cost points against 
them, and then drawing the trend line 
through the use of mathematics, or 
using the eye and a transparent rule 
or triangle. 

With the many possible elements 
shown in this form of a chart, it be- 
comes what I designate as_ the 
Knoeppel Profitgraph. Mr. F. V. 
Gardner, General Electric, in the ar- 
ticles previously referred to, has this to 
say about it: 


Variable plus Fixed 




















Period Sales Variable Fixed Costs Sales x Sales Sales x Costs 
1 2 1 2 3 4+ 6 
2 4 2 Z 4 16 16 
3 6 3 2 5 36 30 
4 8 4 2 6 64 48 
Total 20 10 8 1 120 100 
4 periods X sum of sales times sales, or 120 is 480 
Salessar 20) DG SRIRS OL 20) a8 5 aves saierwinsese25-os ware he 400 
Ge isis ciated cic ais eee aa tees 80 
4 periods X sum of sales times costs, or 100, is 400 
Sates ObeeO eMNCS COSES ORES AS. < oic ce. 6 sfess.o: oo ose w0lg 360 
ee er Bo Sah osiel wih Sore ee ccs oto 40 


Difference of 40 
Difference of 80 


= 50% as variable costs to sales. 


Sales of 20 times 50% as variable is 10 as variable cost. 
Costs of 18 less 10 as variable cost is 8 as fixed cost. 


8 as fixed costs 
4 periods 


= 2 as fixed cost per period. 


The fixed and variable costs shown in boxed square are 


supposed not to be known. 


FORMULA 


A—Sum of Sales 

B—Sum of Costs 

C—Sum of Sales & Sales 

D—Sum of Sales * Costs 

m—Per cent. of Variable Costs to Sales 
b—Fixed Costs per month or period 
n—Number of Months 
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“This information when presented as a 
graph is commonly called a ‘profitgraph.’ 
When used intelligently it can become 
one of the best tools of management for 
projecting and relating expenses and 
costs of sales, and it can be very useful 
in the determination of normal expense 
liquidating rates.” 


In the determination of the trends 
mathematically we have gone to the 
work of “correlation,” in which the 
“regression formula,” using the 
method known as the “method of 
least squares,” is the keystone. I be- 
lieve that I was among the first to 
apply this procedure to the analysis of 
balance sheet and profit and loss state- 
ment, in determining fixed and vari- 
able trends as the basis for making 
the Profitgraph (graphic variable 
profit and loss statement) and Capital- 
gtaph (graphic variable balance sheet) , 
in which work I wish to acknowledge 
the splendid work of an associate, Mr. 
Edgar G. Seybold, of Meriden, Con- 
necticut. 

To illustrate the method, first let 
me say that if I could give a formula 
to prove that 2+ 2 is 4, one would be 
entirely content to accept it as accurate. 
I will, therefore, use some simple 
figures covering problems, the answers 
to which one knows in advance, and 
then apply the formula. (See formula 
and computation on preceding page.) 

Having proved that the formula is 
accurate, any number of periods can 
be used covering different values for 
sales and costs. 

For capital items, use monthly or 
period ledger balances in place of cost 
items, after dividing them by 12, and 
then proceed as above indicated. 

For manufacturing expense items, 
the same plan can be followed by let- 
ting direct labor form the hypotenuse 
of the right-angled triangle. 

In the case of the Profitgraph the 
cross-over point of sales and costs is 
the “‘profitless’” or “break-even” point. 
With the Capitalgraph the cross-over 
point of sales and assets as capital em- 
ployed is the point where there is a 
1 to 1 turn of capital yearly. In the 
case of manufacturing expense the 
cross-over point of direct labor and 
manufacturing costs is where the rela- 


tion of manufacturing expense to di- 
rect labor is 100 per cent. 

In all three cases we are dealing 
with related triangles, which, whether 
we like it or not, puts us in the realm 
of geometry. 

This being a fundamental relation 
it calls for an alliance between ac- 
counting and engineering, as the work 
before a management through the 
right kind of a controllership is to bet- 
ter the shape of the right triangles of 
these related triangles by having them 
“break” lower and become wider. 

If properly used this exact method 
of engineering is much superior to an 
empirical approach to budgeting and 
trend determination and has great 
merit, although it can be disastrous 
if superficially handled. One should 
organize for this phase of the work 
with the same care as would be used 
in Organizing any other important ac- 
tivity. 

Résumé 

Some years ago General Coleman 
duPont wrote me that the United 
States Steel business was no harder to 
run than a peanut stand if it was well 
organized so that the administrative 
(planning) function received as much 
attention as the executive (perform- 
ance) function. 

Several years later there appeared 
an article in “Nation’s Business,” by 
Fred W. Shibley, vice-president, Bank- 
ers Trust Company, New York, which 
carried the title “It’s Easy To Make 
Business Pay.” 

My own position is that of sup- 
porting these viewpoints. I take this 
position because I know of a rubber 
company in the west, and a furniture 
company in the south, as well as other 
concerns, that are making profits even 
in times like these. The reasons are 
that the profit making is on a prede- 
termination basis; budgeting based 
on the profit planning is of the ‘‘vari- 
able” type; tools like the Profitgraph 
and much that goes with it are part 
of the profit control machinery. The 
resulting profit is not an accident. 

As important as these steps are, 
however, they cannot produce the full 
measure of possible results unless there 
is a single function in charge of such 


work, properly placed in the organiza- 
tion picture, and headed by a compe- 
tent executive. 

This function is that of “coordina- 
tion,” placed directly under the chief 
executive, in charge of a controller 
who is such in every sense that the 
word implies. 

There is ample support for such a 
contention. “Management Engineer- 
ing’ for May, 1923, carried this edi- 
torial by its editor, Mr. L. P. Alford: 


“When cam-controlled automatic ma- 
chiney came into use the cam devise was 
called the ‘brain wheel.’ In industrial 
operation we are seeing the rise of a 
managing department which may well be 
called by analogy the ‘brain department.’ 
In using this term there is no suggestion 
that brains are not present, needed, and 
used in every department, but rather that 
one department must bring all decisions 
and actions into harmony, as the human 
brain does for an individual, and the 
‘brain wheel’ for an automatic. 

“Today industry is far too complex to 
determine anything for one function or 
department without harmonizing the de- 
cision with every other function or de- 
partment. 

“Thus arises the need for a next step 
in American management—that of mas- 
ter control.” 


A controller working along the 
lines indicated becomes the profit en- 
gineer of the business. 

And the results of such a work can 
mean that in time he can just about 
write his own ticket in terms of finan- 
cial reward. He will profit because the 
business profits. 


ARTICLES BY MEMBERS OF 
INSTITUTE WELCOME 


It is an interesting observation that all 
three of the leading articles in the June 
number of THE CONTROLLER were written 
by members of THE CONTROLLERS INSTI- 
TUTE OF AMERICA. Articles by members 
of The Institute are welcome. They should 
outnumber all other articles appearing in 
this magazine. 





WANTED: TWO COST 
ACCOUNTANTS 


Wanted, two cost accountants, about 

26 years of age, for work in Phila- 

| delphia, or possibly further south. 

Salary to begin, $1,800 a year. Ad- 
| dress Box 133. 

















Delay Conferring Titles, Say Members 
of Institute Commenting on Proposal 


Opinion About Equally Divided As To Desirability of Giving Controllers Any 
Special Mark of Professional Authority—Directors Decide To Take No Further 
Action—Membership Certificates To Be Isswed—Interesting Views Expressed. 


XTREMELY interesting are the 

views expressed by members of 
THE CONTROLLERS INSTITUTE OF 
AMERICA with respect to the proposal 
that The Institute exercise the power 
given to it in its articles of incorpora- 
tion and confer some special mark of 
professional authority on its qualified 
members. 

One thought is uppermost in the let- 
ters received commenting on the pro- 
posals, which were published in the 
May issue of THE CONTROLLER, /o- 
gether with a request for an expression 
of views. That one thought is that 
The Institute should not take action at 
this time, but should wait months or 
years, if necessary, to give all con- 
cerned time to work out a program that 
will be acceptable to all. 

The title “controller” is sufficient, 
say many of the commentators; mem- 
bership in The Institute gives all the 
professional standing required, say 
others, many of whom suggest that 
membership certificates be issued. Such 
certificates, it is announced, are to be 
issued as of September 1, 1935, at the 
opening of the new fiscal year of The 
Institute. 

It is quite likely that further discus- 
sion of this subject will be heard at the 
coming Fourth Annual Meeting of 
The Institute. —THE EpITor. 


Varying expressions of opinion have 
been received from members of THE 
CONTROLLERS INSTITUTE OF AMER- 
ICA, with respect to the proposals made 
by several members of The Institute 
that the organization confer a title or 
designation of professional authority 
on controllers who are members of The 
Institute and who have thereby demon- 
strated their qualifications. The pro- 


posals were published in the May num- 
ber of THE CONTROLLER, and expres- 
sions of opinion were invited. Mem- 
bers of The Institute responded 
promptly to that request. 

The opinion most frequently ex- 
pressed is that The Institute should 
delay action along these lines. Some 
of the members very definitely favor 
the proposal that The Institute exer- 
cise the authority given it by its articles 
of incorporation and give the members 
the right to use a title or designation 
of authority; others are definitely op- 
posed to the idea of any kind of spe- 
cial designation. 

The National Board of Directors 
decided at a meeting held late in May 
that no further action should be taken, 
but that the members of The Institute 
should be given an opportunity to dis- 
cuss the subject further, if they wish, 
at the Fourth Annual Meeting, in Sep- 
tember. 

The letter that follows gives a con- 
cise summary of views which seem to 
be held by the largest number of mem- 
bers: 


UrceEs DELAYING ACTION 


“I have just finished reading the 
May number of THE CONTROLLER 
and am especially interested in the 
suggestions made by certain members 
for use of a mark of professional 
standing for controllers. My personal 
opinion is that this action should not 
be advanced until The Institute has 
emancipated from some of its initial 
growing pains. I doubt if the time 
has arrived when either the members 
or the organization would be benefited 
by use of a degree. There is always 
the danger of attracting a number of 
applicants otherwise unqualified for 


membership, who may be influenced 
merely by a desire to dramatize the 
profession and obtain a certificate with 
its degree-conferring power. The use 
of titles such as ‘Chartered Controller,’ 
‘Master Controller,’ and so on, seem 
to me like such an attempt. 

“I am in favor of issuing a certifi- 
cate which will establish the fact that 
a member has satisfactorily passed the 
qualifying demands for membership, 
and approve the use of this certificate 
as giving some measure of professional 
authority. 

‘‘My examination of the membership 
list sustains the belief that the men 
who are now responsible for our suc- 
cess as an Institute would gain noth- 
ing by the use of a title which, accord- 
ing to the suggestions made to date, 
would be awkward and cumbersome.” 


How Is DESIGNATION To BE USED? 


Another careful analysis of the 
question is given by this member, who 
says: 

“THE CONTROLLER of May, 1935, 
invites comments on the subject of a 
special mark of professional authority 
for controllers. 

“We must, I think, first consider 
how the designation is to be used and 
how effective it will be for the pur- 
pose. 

“The controller does not need a 
designation for the same reason that 
a public accountant, doctor, lawyer, 
navigator, or master craftsman does. 
These professionals or craftsmen are 
offering their services to the general 
public and therefore it is fitting and 
proper that they should be certified by 
some public agency. Controllers, on 
the other hand, are selling their serv- 
ices to the individual concerns with 
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which they have in most cases long 
been connected. The public account- 
ant approaches the individual concern 
from the outside and therefore should 
logically bring with him some outside 
credential. The controller, on the 
other hand, approaches the business 
from the inside and his record should 
already be there and well known to 
his employer. 

“Other chief officers do not have 
any such special designation except the 
title which goes with the position, 
such as sales manager, factory man- 
ager, purchasing agent, and so on. 
Engineers do, but that is largely be- 
cause as a Class they perform public 
rather than private functions. Perhaps 
as business becomes more _profes- 
sionalized all of these. officers will 
have some special designation, but the 
time is not yet ripe for that. Perhaps 
controllers should and will in time 
consider themselves public as well as 
private officers, but if they move along 
that line too rapidly they will merely 
eliminate themselves from private 
employment. 

“Junior executives might be helped 
in their own companies by some form 
of professional certification, but if a 
man has already arrived at the posi- 
tion of controller the probabilities are 
that he does not need such certification 
and would not benefit internally from 
it. This of course assumes that the 
employer knows what a controller 
should be. If he does not, the case 
may be hopeless any way. 


SHOULD MEET SPECIFIC NEED 

“If a controller is to have a desig- 
nation it should be for the purpose of 
satisfying some specific need so that 
the process may be freed from any 
suspicion that we are merely flattering 
our Own vanities or putting on airs. 
Presumably the step should be taken 
only to satisfy some specific and care- 
fully defined need or needs, probably 
needs outside of the individual con- 
troller’s concern. 

“If the Institute should set up a 
course of study and give examinations 
or establish a junior membership, it 
would be logical to give degrees of 


some sort as is the case with schools, 
colleges, and boards of regents. 

“If the Institute should set up an 
employment or placing bureau, it 
would be logical for it to have some 
basis of judging the qualifications of 
the applicants, such as might be re- 
quired in a civil service examination 
for some public office. 

“If a certification would make any 
difference in the ability of a controller 
to represent his company before a 
government agency such as a tax board, 
the Securities and Exchange Commis- 
sion, and others, that would be a logi- 
cal and might be a sufficient reason. 

‘Anybody who is a member of The 
Controllers Institute can, I suppose, 
describe himself as such without any 
special authorization and as time goes 
on the ability to so describe oneself 
should be of increasing value. It is 
possible that some standardized abbre- 
viation would be helpful for this pur- 
pose so that the public may in time 
be able to recognize the short as well 
as the long designation of The In- 
stitute. 

“I believe that the idea is something 
well worth keeping alive but that it 
would be well to proceed with it cau- 
tiously and only after considerable 
study.” 


THINKS STEP DESIRABLE 

The letter that follows is from a 
member who approves, in general, the 
plan suggested, and offers several 
modifications. He says: 

“IT have read with interest the arti- 
cle in the May issue of THE CONTROL- 
LER on the matter of a special designa- 
tion for controllers. I am of opinion 
such a step is desirable, and in due 
course, provided the means of indicat- 


ing membership does not conflict with 
that of any other well-known organiza- 
tion, it would probably assist ma- 
terially to create respect for The 
Institute in the eyes of the general 
public. 

“Perhaps I may indulge in a few 
observations. 

“Firstly; is the name “Controllers 
Institute of America’ quite the best? 
Except for the fact that all controllers 
are not of necessity members, Institute 
of Controllers of America would, I 
suggest, be better; but progressing 
further, and embracing the first of the 
four suggestions by Mr. Hennessy, 
why not Institute of Chartered Con- 
trollers of America? This title could 
face any criticism of its ambit. The 
word Institute, if employed to indi- 
cate the existence of a society estab- 
lished for some object is, I think, 
better placed before the words convey- 
ing the nature of the society than if 
used to form Institute of America. 

“Secondly; regarding Mr. Cureton’s 
suggestion to differentiate between 
Members and Fellows. If the mem- 
bers of the Institute were of two 
classes—those in practice and those 
not in practice as in the case of 
C. P. A.’s—I would suggest Associ- 
ates and Fellows, but in the circum- 
stances I think it unwise to create a 
line of demarcation between one mem- 
ber and another. In view of the fact 
that the Institute demands applicants 
to satisfy a standard of requirements, 
should two classes be formed? The 
present Associate Members might, 
however, be classified as Associates 
and all others as Fellows. 

“Thirdly; inasmuch as the title 
Chartered Controller cannot very well 
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be confused with that of Chartered 
Accountant J favor it of the four sug- 
gestions by Mr. Hennessy, but at the 
same time I feel that letters of abbre- 
viation should be used. 

“Any combination ending in I. A. I 
do not like for the reason that there 
is an Institute of Actuaries and there 
may be an Institute of Architects. 

“Reverting to the suggested title of 
Institute of Chartered Controllers of 
America, I suggest the abbreviation 
‘C.C.’ prefixed by the letter ‘M.’ 
(Member) or ‘F.’ (Fellow) and, in 
addition to the latter, ‘A.’ (Associate) 
if necessary or desirable. ‘C. C.’ would 
probably not be interpreted as Circuit 
Court or Catholic Clergyman or Cham- 
ber of Commerce, but the use of 
I.C.C. might be taken to refer to 
Interstate Commerce Commission. 

“The foregoing is intended to be 
constructive in nature. 

“With regard to the initials sug- 
gestion, it is submitted with the idea 
that they be a hallmark of the In- 
stitute rather than a personal adorn- 
ment, which recalls a definition of 
good will expressed by an eminent 
chartered accountant during a lecture 
in London when I was studying for my 
final accountancy examination—some- 
thing that should be felt but not seen 
(in the Balance Sheet) .” 


MARK OF AUTHORITY DESIRABLE 


A more detailed analysis of the 
problem is given by the member whose 
letter follows. He proposes a con- 
structive educational plan, to be 
brought to completion through the 
next four or five years. He writes: 

“T think we can all start in common 
agreement with the statement that a 
mark of professional authority for con- 
trollers is desirable. The ideal is ac- 
ceptance by top company executives 
of the standing for privately employed 
executive accountants at least on a 
par with their acceptance of certified 
public accountants. 

“It seems to me however that the 
controller is different from the pub- 
licly employed accountant in several 
respects. In the first place, the con- 
troller is working for only one com- 
pany instead of for many. Second, 


the controller is usually responsible to 
only one individual or to a small 
group, that is, the executive commit- 
tee or board of directors, instead of 
to the State, the Securities and Ex- 
change Commission, and the like. It 
is true that through our efforts the con- 
troller is designated by the Treasury 
Department as one who must sign tax 
returns, but even here this is a joint 
responsibility with other executives of 
his company rather than an individual 
responsibility as in the case of the 
publicly employed accountant. 

“In the third place, the duties of 
the privately employed accountant 
necessarily vary as between companies. 
I believe they always will. The field 
of work and responsibility of the pub- 
licly employed accountant, on the other 
hand, is fairly limited and rather well 
defined. 

“Fourth, the privately employed ac- 
countant has operating responsibilities 
as well as staff or expert or advisory 
responsibility. 


LEGAL STATUS NoT PRACTICABLE 

“Because of these differences, I 
question seriously whether it will ever 
be practicable for the controller to 
secure a legal status comparable to 
that of the C.P.A. I do not regard this 
as implying in any way whatsoever 
that the controller's status is less im- 
portant than that of the C.P.A—there 
are many reasons for regarding it as 
more important. The impossibility of 
securing a definite legal status arises, 
as I see it, rather from the differences 
in responsibility as outlined above. 

“I question therefore whether a state 
examination and license are an attain- 
able or desirable goal for the privately 
employed accountant. 

“As I see it the controller's status 
therefore must necessarily be more like 
that of an engineer, that is strictly 
professional in character, with duties 
and _ responsibilities defined only 
broadly, depending upon the particular 
situation. But whether publicly or 
privately employed, the professional 
status remains the paramount consider- 
ation. 

“The standing of the engineer, in 
other words, rather than the standing 


of the C.P.A., is the one which I 
think controllers should seek to attain 
over a period of time. 

“How did engineers gain their pro- 
fessional status? I believe it came 
about in two ways. First, the estab- 
lishment of planned courses in various 
branches of engineering at recognized 
colleges and universities. Second, the 
formation of professional societies to 
advance the cause of engineering, to 
enhance the professional status of the 
work, to maintain standards, to inter- 
change information—in a word, to do 
all of the things which The Control- 
lers Institute is doing and planning 
to do for controllers. 


UrGED EDUCATIONAL PROGRAM 


“If it is agreed that professional 
authority for controllers is likely to 
follow the same general lines as that 
of the engineer, it is then reasonably 
clear what should be done. The forma- 
tion of The Controllers Institute estab- 
lished the professional society or or- 
ganization necessary. What we need 
to do now is to get started on the 
educational side. 

“Specifically, I suggest the follow- 
ing program. At the 1935 Convention 
present a report—with recommenda- 
tions along the lines to be described 
—stating the steps already taken by 
The Institute to establish professional 
authority for controllers and pointing 
out the need for further work on the 
educational side. Obtain agreement of 
the membership to the general idea. 
Then propose that either through 
present committees or one to be ap- 
pointed for the purpose, a suitable 
college course of study be outlined 
which would prepare specifically for 
controllership. Many of the leading 
universities already have organized 
groups of courses in other fields of 
specialization, and there is no reason 
that I can see why we should not be 
able to arrange for them to do the 
same thing for controllership. We have 
already defined the duties and re- 
sponsibilities of the controller and 
know pretty well what preparation is 
needed. This might well be a first 
constructive task for the Educational 
Committee. 
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“With this rather broad but definite 
outline prepared, have the National 
Board ask each Control to appoint a 
committee to work during the year 
1935-36 in developing courses of 
study in controllership in cooperation 
with their local educational institu- 
tions. It so happens that there are 
nationally known universities in each 
city where we have Controls. In New 
York, we have New York University, 
Columbia, and C. C. N. Y.; in Bos- 
ton, we have Boston University and 
the Harvard Graduate School of Busi- 
ness Administration; in Philadelphia, 
the Wharton School; in Chicago, the 
University of Chicago and North- 
western University; in San Francisco, 
the University of California and 
Leland-Stanford University; in Pitts- 
burgh, the University of Pittsburgh. 

“The work of the local committees 
would be primarily to confer with 
deans of the respective schools of 
commerce and heads of their account- 
ing departments and to work out with 
them what they would consider a suit- 
able course of study leading towards 
controllership, using the general ma- 
terial previously provided as a guide. 
One of their important tasks, too, 
would be to obtain commitments from 
the university authorities to establish 
such courses, offering, of course, the 
cooperation of The Institute in what- 
ever way possible. 

“If possible, have a personal meet- 
ing of the chairmen of these various 
local control committees some time 
during the winter of 1936, in order 
to pool the results of their meetings 
with local university officers so that in 
turn something approaching a standard 
series of courses, training for con- 
trollership, might be established. If it 
is impossible for all members of the 
committee to meet personally, have 
those unable to attend prepare rather 
complete reports to be sent by mail. 
With the exception of San Francisco, 
however, I think a meeting of repre- 
sentatives from Chicago, Pittsburgh, 
Boston, Philadelphia, and New York 
could be arranged. 

“Then, at the 1936 Convention, 
have a report made to the membership 
outlining progress during the year and 


presenting the specific standardized 
course so far as it is possible to stand- 
ardize it, which we propose to sponsor 
in cooperation with universities. Our 
sponsorship, of course, would be con- 
fined largely to lending moral support. 
I am not thinking in terms of our 
members conducting classes or of The 
Institute making any financial con- 
tributions. 

“At this point—the fall of 1936— 
we would have not only established the 
duties and responsibilities of the con- 
troller rather specifically, but obtained 
agreement by leading authorities in the 
educational field as to what is needed 
in the way of training. The Controllers 
Institute would have become promi- 
nently identified with the movement, 
thereby again enhancing the profes- 
sional status of the controller. 


MAINTAIN STRICT ENTRANCE 
REQUIREMENTS 

“While these activities are going on 
I should certainly think it desirable to 
continue the strict entrance require- 
ments to The Institute which now pre- 
vail. If anything, they should be tight- 
ened. It is also essential to continue 
our present service and _ publication 
work of all sorts, but particularly to 
continue the work of such committees 
as the Committee on Professional 
Standing, the Committee to work in 
cooperation with the New York Stock 
Exchange, and the Committee working 
in cooperation with the Securities and 
Exchange Commission. 

“By 1940, if this plan is followed, 
some of the universities will have 
established courses along the lines we 
have talked with them. By that time, 
too, the membership will have grown 
to include the majority of controllers 
in the United States. Thus a status of 
professional standing and authority, 
for controllers, will have been estab- 
lished, real public acceptance of it by 
top executives of the leading com- 
panies of the country will have been 
secured, and The Institute will have 
become prominently identified with 
the movement. 

“I am not sure that any special 
designation such as Mr. Hennessy sug- 
gests is needed or desirable. To my 


mind, the simple statement, ‘I am a 
controller,’ should in time mean much 
the same thing as the statement, ‘I am 
an engineer,’ or a ‘doctor,’ or a ‘pub- 
lic accountant’ means today. With the 
growth of the professional status of 
the controller members would be in- 
creasingly glad to have their member- 
ship certificates framed and hung in 
their offices, use ‘Member of the Con- 
trollers Institute of America’ on their 
letterheads, and in other ways identify 
themselves publicly and actively with 
The Institute. 

“To sum it up, I am in hearty sym- 
pathy with the idea of establishing 
professional authority for controllers, 
but I believe a number of things need 
to be done first, that we should pro- 
ceed most cautiously and slowly and 
that in the end The Institute will have 
done much more to advance the cause 
of controllership by working in this 
way than by rushing into something 
now, or within the next few months, 
which has only been half thought 
through.” 


THINKS ACTION PREMATURE 

“I have read with a great deal of 
interest the proposal to have The In- 
stitute confer a degree or symbol of 
professional standing upon certain 
members of The Institute and under 
certain conditions. My reaction to this 
proposal is that such am idea is pre- 
mature.” 


Not ADVISABLE Now 


“At these early stages of The In- 
stitute’s existence it is not, in my 
opinion, advisable to establish ‘Pro- 
fessional Letters,’ honorary titles, and 
even honorary memberships. I question 
the advisability of The Institute at- 
tempting to obtain for any of its mem- 
bers official and authoritative permis- 
sion to handle tax cases before the 
Treasury and the Board of Tax Ap- 
peals.” 

“It is my thought and opinion that 
we should let the results which we ac- 
complish speak for themselves, and 
thereby gain the recognition which we 
establish as an individual, and as an 
organization.” 





Additional Question Answered as to 
Securities Exchange Act’s Workings 


COMMISSIONER HEALY 

REPLIES TO QUESTION 

A member of THE CONTROLLERS 
INSTITUTE OF AMERICA profounded 
the question which is printed here, 
and Honorable Robert E. Healy an- 
swered it promptly. The question 
and answer may be interesting to 
other members of The Institute and 
other readers. 


Question No. 57: 


“I have a question relative to Item No. 
45 under Registration Statement Form 
A 2 and I shall appreciate it if you will 
submit this question to the Securities and 
Exchange Commission and advise me their 
attitude. 

“Item No. 45 under Registration 
Statement Form A 2 states: (a) If, 
since January 1, 1922, there have been 
any increases or decreases in Invest- 
ments, in Property, Plant and Equip- 
ment, or in Intangible Assets, result- 
ing from substantially revaluing such 
assets, state: 

(I) In what year or years such 
revaluations were made; 


(II) The amout of such write-ups 
or write-downs, and the ac- 
counts affected, including the 
contra entry or entries; 

CII) If in connection with such re- 
valuations any adjustments 
were made in related reserve 
accounts, state the accounts and 
amounts with explanations. 


“The question is this: If a corporation 
during the period from 1922 to 1928 did 
not capitalize an amount to cover general 
overheads on its construction and invest- 
ment expenditures during that period, and 
then in 1928 it made a redistribution 
entry capitalizing a reasonable amount 
for general construction and investment 
overheads that had not been capitalized in 
1928 to Surplus, and this redistribution 
amounted to less than 114% of its plant 
and investment, would the Commission 
require that such redistribution entry be 
considered as a write-up and the informa- 
tion relative to it shown in answer to 
Item 45 under Form A 2?” 


Reply by Honorable Robert E. 
Healy, Commissioner: 

“I am glad to attempt to reply to 
your letter of June 20. 


“In my opinion, a specific answer 
to the question presented cannot be 
given without knowing all the facts. 
Speaking generally, if the adjust- 
ment is honestly what it purports to 
be, z.e., the correction of an error in 
costing assets, it would not appear to 
be a write-up. This is based on the 
further assumption that the expenses 
now being re-allocated were actually 
charged to Profit and Loss from 
1922 to 1928. 

“In view however of the long de- 
lay preceding this adjustment, the 
questions to which such a delay give 
rise, the abuses to which such a prac- 
tice is susceptible and the difficulty 
of making at this time an accurate 
allocation of the overheads for the 
period involved, I think your in- 
quirer would be wiser to report 
briefly the pertinent facts under 
Item 45 of Form A-2.” 


REVIEWS of Current Business Publications 


“TOWARDS STABILITY,” by Sumner H. 
Slichter. Henry Holt & Company, New 
York. 207 pages. $2. 

This volume is an attempt to analyze, 
within the limits of a little more than two 
hundred pages, the causes of the fluctua- 
tions of the business cycle and to evaluate 
most of the current theories as to how 
booms and depressions may be controlled. 
The author’s conclusion, as stated in his 
preface, is that “although . . . . much can 
be done to diminish the violence of fluctua- 
tions—in the volume of production and 
employment—there are virtually insuperable 
difficulties in the way of eliminating these 
fluctuations.”” With this conclusion even 
the most optimistic reader, after perusing 
these pages, will hardly dare to take issue— 
indeed, one of the chief values of the book, 
to this reviewer at least, lies in its emphasis 
on the complexity of the problem of main- 
taining balance between the many and 
varied forces that affect our economic life. 


The fundamental thesis of the book is 
stated by the author in his preface as fol- 
lows: “The problem of achieving stability 
under capitalism is a problem of stabilizing 
the prospects for profit, because the volume 
of consumer spending depends primarily 
upon the volume of business spending and 
the volume of business spending depends 
primarily upon the prospects for profit.” 
The factors that affect prospects for profit 
and, therefore, cause fluctuations in busi- 
ness spending, and hence in production and 
employment, are then enumerated as fol- 
lows: 


1. External events—war, drought, and 
the like. 

2. Irregularity in the rate of discovery 
of advantageous ways of spending money 
—i.e., new products, new markets, and 


so on. 
3. Maladjustments between the pro- 
ductive capacity of industry and the de- 


mand for goods, produced by a too rapid 
rate of growth of industry, particularly 
the capital goods industry. 

4. Imperfections in the present credit 
system, which tends automatically to ac- 
centuate a boom or a depression once 
set in motion, and may itself be a cause 
of serious maladjustment. 


Of these four factors, the first two pre- 
sumably are beyond control, and the author 
concentrates his efforts on the imperfections 
of the credit system and maladjustments be- 
tween capacity and demand. 

In two chapters titled “The Control of 
Investment” and “The Control of Credit” 
there is an extended discussion of the 
amount of investment and credit which is 
theoretically desirable under various con- 
ditions, but much of this will seem, to the 
layman at least, to be of dialectical rather 
than practical value in view of the author’s 
pessimism as to the possibility of bringing 
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about even an approximation of the regu- 
lation desired. The demonstrated inad- 
equacy of open market operations by the 
Federal Reserve Banks as a means of con- 
trolling either long or short term credit is 
discussed at some length, and the author 
points out, first, the political difficulty of 
strong action to control credit for the pur- 
pose of checking incipient booms, and, 
second, the futility of attempting to stimu- 
late business in depression times by easing 
credit when business men, for other reasons 
than the cost of credit, have no incentive to 
expand their activities. 

For much the same reasons the author 
believes that any attempt to control the 
volume of long-term credit through regu- 
lation of security issues would be a failure, 
and although he advocates guidance of in- 
vestment by “assisting savers to obtain 
more complete and reliable information 
concerning the profit prospects of different 
industries and enterprises,” he points out 
that only a small part of the information 
required for intelligent investment is avail- 
able, and that much vital data on costs, 
profits, capacity, probable technological 
changes, and the like in any industry can 
be compiled and published only with great 
difficulty if at all. Controllers will be par- 
ticularly interested in the specific sugges- 
tions in this section of the book on proper 
accounting and financial policies, but they 
will find little that is in any sense new. 

In the chapters on ‘The Problem of Pur- 
chasing Power’ and ‘Problems of a 
Planned Economy,” the author examines 
most of the New Deal efforts to turn the 
business tide and finds them in general 
sadly wanting. The theory and practice of 
the NRA are condemned, with some rather 
ill-defined exceptions; the commodity dollar, 
which is described as ‘“‘essentially a scheme 
for stabilizing domestic prices by producing 
fluctuations in exchange rates,” is discarded 
as productive of more harm than good; and 
Government spending is approved only 
with many reservations and limitations. The 
author’s principal effort on the construc- 
tive side is an exposition of the theory of 
wage reductions as a preventive of depres- 
sions. The argument is that incipient 
slumps, which, it is said, almost always 
start in the capital goods industries, can 
be checked by promptly lowering wages, 
thus reducing costs and restoring waning 
profit opportunities. The author stipulates, 
however, that wage reductions ‘‘cannot 
alone be regarded as a reliable and satis- 
factory device for halting depressions. It is 
essential that they be accompanied by posi- 
tive support of markets, such as an in- 
crease in Government spending, to assure 
that the cuts are not too completely trans- 
lated into lower prices.”’ 

In other words, selling prices are to be 
maintained while wages are reduced, to the 
end that the greater profits thus assured to 
business may stimulate business spending. 


This somewhat naive approach to pros- 
perity is admitted, however, to be imprac- 
tical because of the short-sightedness of 
labor in refusing to cooperate to reduce 
wages. In fact, the author finds most of his 
constructive ideas balked of execution by 
the practicalities of politics and the per- 
versities of human nature, and these ob- 
stacles he discusses at some length in his 
last chapter, entitled “Our Obsolete Con- 
stitution.” His thesis here is that the lack 
of intelligent cooperation between various 
groups of the population, which makes 
even a modicum of planning so difficult, is 
due to, or is at least accentuated by, our 
particular form of Government, and _ he, 
therefore, proposes sweeping changes in our 
constitution and governmental procedures. 

Whether these changes, even if practi- 
cable, would produce the desired intelligence 
and the desired cooperation is, to say the 
least, problematical, and the reader is not 
surprised when the author, without com- 
mitting himself to a positive conclusion, 
closes with the remark that “no one should 
be surprised—if it turns out that the suc- 
cessful operation of such a sensitive and 
intricate system as capitalism requires more 
understanding of economics, more appreci- 
ation of the interdependence of interests, 
and more capacity to cooperate than man- 
kind can supply.” Apparently the title of 
the book is an expression of hope rather 
than faith. 

Reviewed by D. R. ANDERSON. 
Kendall Company. 


BIBLIOGRAPHY OF WORKS ON AC- 
COUNTING BY AMERICAN’ AU- 
THORS, by Harry C. Bentley and Ruth S. 
Leonard. Order from author, 921 Boylston 
Street, Boston. Price $7.50 for two vol- 
umes. 

Volume I (197 pages, price $3.50) is a 
comprehensive work of reference for those 
who wish to study the literature of account- 
ing in the United States between 1796 and 
1900. It is a pioneer work, the result of 
years of painstaking research. Volume II 
(408 pages, price $4.50) is a useful index 
to American works on accounting between 
1901 and 1934. 

In the preface to Volume I Mr. Bentley 
says that the need for a bibliography of 
works on accounting, by American authors, 
became apparent to him many years ago 
when he tried to find such a compilation. 
The growth of accounting literature in the 
United States is interesting to observe. In 
the early days of the profession of account- 
ing there was a real scarcity of books, 
articles, and other material. Dependence 
was placed largely on a few writings on 
accountancy and related subjects by Euro- 
pean authorities. Then men who had be- 
come engaged in accounting in the United 
States began preparing for publication de- 
scriptions of the procedures which they 


followed. These were largely in text book 
form. 

Public accounting grew out of private 
accounting, that is, the work done by ac- 
countants in private employment. It was 
these private accountants, principally from 
Great Britain who, finding time on their 
hands after completing the specific tasks 
for which they were sent over, undertook 
other tasks, for other clients, and thus laid 
the groundwork for the profession of ac- 
counting as it is known in the United 
States today. American-trained accountants 
have since taken over the field, and have 
written voluminously, as this bibliography 
shows. This bibliography of works turned 
out in this country portrays vividly the de- 
velopment of accounting in the United 
States. 

Between 1791 and 1800 only two titles 
were published. Surveying another later 
period, it is noted that between 1841 and 
1850 there were 24. The total from 1791 
to 1850 was 68. Between 1851 and 1900 
there were 324 titles, of which 113 were 
published between 1891 and 1900. The 
total between 1791-1901 was 392. 

In Volume II, covering the period 1901- 
1934, there are 874 titles, of which 391 ap- 
peared in the period 1921-1930, only one 
less than the number which appeared in 
the 110 years ending 1901. 

The total number of books and pam- 
phlets shown is about 1600, including some 
titles in other sections in addition to those 
already noted, and the total number of 
authors exceeds 1300. In some cases the 
contents of the book are described in brief. 
In each volume the titles are classified by 
years of. publication, and again by subject. 
Each volume has an author index. Volume 
II contains also a bibliography on uniform 
accounting systems and an appendix listing 
miscellaneous sources of reference for the 
accountant. 

THE CONTROLLERS INSTITUTE OF 
AMERICA is mentioned among these sources 
of reference, likewise its publication, ‘The 
Controller.’ A cursory glance through the 
author index discloses the name of one 
member of The Institute, Mr. A. S. Van 
Benthuysen, who wrote a work on news- 
paper accounting. There may be others 
in the list. 

The value of these works is self-evident, 
especially for the serious student of ac- 
countancy in its higher realms. The books 
will be particularly useful to teachers and 
students, but have no little value for the 
person who is engaged in accounting work 
in private employment, no matter whether 
in a junior or in a high ranking capacity. 

The books may be consulted in The In- 
stitute’s library, or questions concerning 
titles may be submitted by mail and will 
be answered promptly. 

Reviewed by E. STEWART FREEMAN, 
Dennison Manufacturing Company. 





INSTITUTE ACTIVITIES-COMMUNICATIONS 


ACTIONS OF BOARD OF 
DIRECTORS 
The National Board of Directors of The 


Institute met Tuesday, June 25, and dis- 
cussed many subjects and took many ac- 
tions of exceptional interest and importance 
to the development of the organization. 
The directors present were: 


J. Calvin Shumberger, President; Daniel 
H. Bender, Alan G. Benson, William R. 
Doremus, Daniel J. Hennessy, R. Franklin 
Hurst, Leroy V. Porter, Benjamin G. Smith, 
F. C. Watkins, H. H. Weinstock, Arthur 
R. Tucker, Secretary; Harold Dudley 
Greeley, Counsel; H. Oscar Donner and 


Randolph Lane, members Advisory Council. 


New Members Elected 


Twenty-three applicants for active mem- 
bership were elected, and one application 
was rejected. The list of newly elected 
members appears elsewhere. 


Controller a Statutory Officer 

Mr. B. G. Smith, Chairman of The In- 
stitute’s Committee on Professional Stand- 
ing, presented a proposal that The Insti- 
tute undertake to bring about enactment of 
legislation in various states amending the 
corporation and business laws in such man- 
ner as to make the controller a statutory 
officer of corporations. The Board approved 
the suggestion and voted to authorize the 
President to appoint a special Committee 
to undertake the work. Details of this 
undertaking will be given in a later issue. 


Plans for Fourth Annual Meeting 


The Secretary reported in detail the plans 
for the Fourth Annual Meeting. All avail- 
able space for exhibits has been sold; ac- 
ceptances have been received from several 
nationally known persons to address vari- 
ous meetings; three members of The In- 
stitute have accepted responsibility for pre- 
paring technical papers; responses from 
members indicate a larger attendance than 
at any previous Annual Meeting. 


Progress of Research Council 

The Secretary reported that the Research 
Council has completed preparations for the 
first study which it is to undertake, namely, 
“The Desirability of Consolidated Tax Re- 
turns, and If Desirable, Reasons Why 
Congress Should Modify Present Law to 
Permit Such Consolidated Returns.” The 
inquiry is to be made not only of members 
of The Institute, but to a considerable list 
of non-members. 


Securities and Exchange Commission's 
Regulations 

President Shumberger was requested to 
call in person on members of the Securities 
and Exchange Commission with respect to 
assistance which The Institute may give the 
Commission in the matter of amendments 
of regulations of the Commission having to 
do with the form in which financial and 
other facts shall be filed to complete regis- 
tration of securities on stock exchanges. 


Certificate of Membership 

A certificate of membership, which is 
regarded as very attractive as well as con- 
servative, has been approved, and authori- 
zation was voted to distribute the certifi- 
cates to active members of The Institute at 
the beginning of the new fiscal year, Septem- 
ber 1, 1935, as dues for the new year are 


paid. 
CONTROLLER ELECTED 
PRESIDENT OF SAVINGS 
BANK 


Mr. Edward E. Williams, treasurer of 
the American Optical Company, at South- 
bridge, Massachusetts, who has been a 
member of The Institute since January, 
1932, having joined soon after its organiza- 
tion, and who served a term as a director 


of The Institute, has been elected president 
of the Southbridge Savings Bank. 


LAWSON PRESIDENT OF 
OFFICE MANAGERS 
Mr. Harold M. Lawson, of the Salada 


Tea Company, Boston, a member of THE 
CONTROLLERS INSTITUTE OF AMERICA, was 
elected president of the National Office 
Management Association at its annual 


meeting in June. Mr. Lawson is vice-presi- 
dent of the New England Control, of THE 
CONTROLLERS INSTITUTE OF AMERICA, in 
= formation of which he assisted materi- 
ally. 


ARTICLE BY J. H. SMITH 
ON DISTILLERY 


ACCOUNTING 
Mr. J. Harold Smith, a member of The 
Institute, is the author of an article, ‘“Dis- 
tillery Accounting” which was published 
in the Pathfinder Service Bulletin for 
March, 1935. 


To the Secretary: 

I have reviewed with much interest the 
Year Book of The Institute. 

The contents are well presented and set 
forth a broad understanding of the good 
work being accomplished. 

FRANK J. NAGELL, 
The Black & Decker Mfg. Company 








_ MEETINGS OF CON- 
| TROLS 


TROL: Annual election of of- 
ficers and directors. Paper, 
Clifford E. Schink, on the his- 


Sugar Refining Corporation, 
with particular reference to its 


ing. 
| June 20: NEw York City Con- 
TROL: Annual election of of- 
ficers and directors. 


ning. 


i] 

| 

Speaker, C. E. Knoeppel; sub- 
| ject, 
| troller in Profit Planning.” An- 
| ual election of officers and 
directors. 


June 24: 
| TROL: Annual election of of- 
| ficers and _ directors. 
| charter formally presented. 


| June 25: PrrrsBuRGH CONTROL: 


| directors. 


| June 26: CLEVELAND CONTROL: 
Annual election of officers and 


tion of the right to file con- 
solidated tax returns.” 
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| sion of ‘Federal income tax 
inequities, including elimina- | 
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entertainment and social eve- | 


June 20: Cxicaco CONTROL: | 








Telephone 
John 4-1493 





The Inventories Computing 
Company, Inc. 


Established 1909 
107 WILLIAMS STREET, NEW YORK 


Auditors of Inventories 
Specialists in Computing 

















INSTITUTE ACTIVITIES-COMMUNICATIONS 


NEW MEMBERS ELECTED 


At a meeting of the National Board of 
Directors, held June 25, 1935, the foilow- 
ing were elected to active membership: 


CLARENCE R. BRITTEN 
Monroe Calculating Machine Company, 
Inc., Orange, New Jersey. 

SAMUEL CARLISLE 
Warner Bros. Pictures, Inc., New York 
City. 

G. M. DAVIE 
Vortex Cup Company, Chicago. 

L. H. DEFOREST 
The American Fork and Hoe Company, 
Cleveland, Ohio. 

J. WILLIAM EKEGREN 
Chatham, New Jersey. 

GEORGE W. Fay : 
Hydril Company, Torrance, California. 

JOHN R. FINCHER 
Fairmont Aluminum Company, Fair- 
mont, West Virginia. 

C. E. GREEN 
American Can Company, New York 
City. 

H. G. HAYDON 
Potomac Electric Power Company, Wash- 
ington, 

M. Z. McGILL 
Collins & Aikman Corporation, Phila- 
delphia, Pennsylvania. 

Murpuy C. McNair 
R. J. Reynolds Tobacco Company, Win- 
ston-Salem, North Carolina. 

H. F. MAcLANE 
Westinghouse Electric & Mfg. Company, 
East Pittsburgh, Pennsylvania. 

ERNEST H. MALING 
Brown Company, Portland, Maine. 

M. H. Massey 
Marathon Oil Company, Tulsa, Okla- 
homa. 

HENRY S. MINSTER 
Carrier Engineering Corporation, New- 
ark, New Jersey. 

R. O. MONNIG 
International Shoe Company, St. Louis, 
Missouri. 

W. D. Mortts 
Alaska Packers Association, San Fran- 
cisco, California. 

DuNCAN D. RICHARDSON 
Monroe Calculating Machine Company, 
Inc., Orange, New Jersey. 

Exuis A. SLATOFF 
American Molasses Company, New York 
City. 

E. O. SOMMER 
Robert Gair Company, Inc., New York 
City. 

RALPH E. SUFFOLK 
Litchfield & Madison Railway Company, 
Edwardsville, Illinois. 

C. E. WATHEN 
Baltimore Copper Smelting and Rolling 
Company, Baltimore, Maryland. 

CHARLES M. WILLON 
Collins & Aikman Corporation, New 
York City. 


Plans for Fourth Annual Meeting 
Promise Much of Interest 


The Fourth Annual Meeting of The 
Controllers Institute, to be held at the 
Waldorf-Astoria Hotel, September 16-17, 
will, it is believed, take rank as the most 
interesting and productive of the meet- 
ings held thus far, as well as the most 
largely attended. This is due in part, 
of course, to the rapid growth in mem- 
bership of The Institute and to the widen- 
ing of its scope of activities. Then, too, 
the Committee in charge of arrangements 
for this year’s Annual Meeting has suc- 
ceeded in advancing its plans and com- 
pleting definite commitments for the pro- 
gram at a date much earlier than usual. 
These plans and commitments indicate a 
program of exceptional merit, which will 
include several technical papers by mem- 
bers of The Institute, as well as three or 
four addresses to be delivered by na- 
tionally known men in the field of con- 
trollership. 

One feature on which the Committee 
places emphasis is that all sessions of 
the Annual Meeting will be open to non- 
members, as well as members, except the 
business meeting to be held Monday 
evening, September 16, which will be 
open only to members. The Committee 
believes that officers of corporations 
other than the controllers will find much 
of interest and value in the program, and 
it is urged that presidents, vice-presidents, 
treasurers, and other corporate officers be 
invited to attend. 


INTERESTING EXHIBITS 
FOR ANNUAL MEETING 


Reservations for exhibit spaces at the 
coming Fourth Annual Meeting of The 
Controllers Institute of America, to be 
held at the Waldorf-Astoria Hotel, on 
September 16 and 17, have been made by 
the firms listed below: 


Addressograph-Multigraph Corporation 
Dictaphone Corporation 


Ediphone Company 

International Business Machines Corpora- 
tion 

Marchant Calculating Machine Co:mpany 

Monroe Calculating Machine Company, 
Inc. 

Remington Rand, Inc. 

Royal Typewriter Company, Inc. 

Shaw-Walker Company 


The International Business Machines 
Corporation has reserved three spaces, 
and Remington Rand, Inc., and the 
Addressograph-Multigraph Corporation 
have each reserved two spaces. The 
others listed have each reserved one 
space, a total of thirteen spaces. 

This will be by far the largest exhibit 
of office equipment items that has yet 
been held in conjunction with an Annual 
Meeting of The Institute. Ten spaces 
were originally set aside for exhibit pur- 
poses this year, and later it was found 
necessary to add four, one of which will 
be used as an Institute booth. 


THE CONTROLLER 7s sent without 
charge to members of THE CONTROL- 
LERS INSTITUTE OF AMERICA. 





EXPERIENCED MAN 
AVAILABLE 


| Young man with fifteen years’ ex- 
perience desires to make a change. Six | 
years as General Auditor and Control- | 
ler in retail field. Three years in public | 
accounting. Experience includes office 
management, accounting, auditing, | 
stock control, merchandise and ex- | 

| pense budgeting, taxes, system installa- 
tion, insurance, statistics, corporate 
affairs and financial and operating re- 
ports. Box 134, ‘The Controller.” 














R. S. MARSHALL CO. 


Accountants Specializing in 


NEW YORK STATE CORPORATION TAXES 


Since 1922 


50 Broadway, New York 











INSTITUTE ACTIVITIES-COMMUNICATIONS 


ELECTIONS 
Chicago 
At the Second Annual Meeting of the 
- Chicago Control, held June 20, 1935, these 
officers and directors were elected for a 
term of one year: 


President—ARTHUR E. HALL, The Chicago 
Daily News. 

Vice-President—ERNEST L. OLRICH, Mar- 
shall Field & Company. 

Secretary—FRANK G. LA BONTE, Marsh & 
McLennan, Inc. 

Treasurer—HERMAN L. DROEGEMUELLER, 
First National Bank of Chicago. 


Directors 

FRANK J. Exuis, William Wrigley, Jr. 
Company. 

Frep M. Kascu, Jewel Food Stores. 

MarTIN M. TvETER, A Century of Prog- 
ress. 

NicHo as P. ZEcH, Middle West Utilities 
Company. 

GeorGcE D. E. McANINCH, Victor Mfg. & 
Gasket Company. 

STANLEY B. Ber, Cherry-Burrell Corpora- 
tion. 

Puiuip R. Gates, United States Cold Stor- 
age Corporation. 


The meeting was addressed by Mr. C. E. 
Knoeppel of Philadelphia on “The Place of 
the Controller in Profit Planning.” 


Cleveland 


At a meeting of the Cleveland Control, 
held June 26, the following officers and 
directors were elected for terms of one 
year: 

President—J. J. ANZALONE, The Chesa- 
peake Corporation. 

Vice-President—C. C. McConkKIE, Cleve- 
land Plain Dealer. 

Secretary-Treasurer—L. H. DEForEST, The 
American Fork & Hoe Company. 


Directors 

C. H. Brook, Goodyear Tire & Rubber 
Company. 

ARTHUR M. Dewey, The Joseph & Feiss 
Company. 

FRANKLIN J. KOEGLER, Doehler Die Cast- 
ing Company. 

F. W. Kuu1, The Kelley Island Lime & 
Transport Company. 

MaTtH W. THERNES, The Ohio Public 
Service Company. 

JoHN K. THompson, Erie Railroad Com- 


pany. 
JoHN S. VAN LEER, Addressograph-Multi- 
graph Corporation. 


The meeting was held at the Hotel 
Cleveland and was preceded by dinner. Fol- 
lowing the election of officers and directors, 
the members and the guests present con- 
ducted a round table discussion on ‘‘Fed- 
eral income tax return inequities, including 
elimination of the right to file consolidated 
tax returns.” The material brought out in 
the discussion was made available to the 
Research Council of The Institute for use 


in its study of the question, “The Desir- 
ability of Consolidated Tax Returns, and 
If Desirable, Reasons Why Congress 
Should Modify Present Law to Permit 
Such Consolidated Returns.” 


New York City 
The Annual Meeting of the New York 
City Control was held June 20, at the 
Hotel Montclair. All the nominees whose 
names were submitted by the Committee 
on Nominations were elected for terms of 
one year, as follows: 


President—O. W. BREwER, American Gas 
Association. 

Vice-President—H. F. ELBERFELD, Colgate- 
Palmolive-Peet Company. 

Secretary—W. J. WiLCKENS, Empire Power 
Corporation. 

Treasurer—B. C. Wittcox, Grolier So- 
ciety. 

Directors 

PHILIP I. CARTHAGE, Interstate Department 
Stores, Inc. 

ARTHUR E. Davis, The Royal Typewritez 
Company, Inc. 

THOMAS L. Evans, Weston Electrical In- 
strument Corporation. 

J. H. MacDonaLp, Trade Ways, Inc. 

CLARENCE E. PRIcE, Peck & Peck. 

F. S. Rapp, International Cement Corpora- 
tion. 

R. K. SHIRLEY, Freeport Texas Company. 


The Control gave consideration to a re- 
port on the preparations that have been 
made for the handling of the Fourth An- 
nual Meeting of the Institute, to be held 
September 16 and 17 at the Waldorf-As- 
toria Hotel, the details of which were de- 
scribed by Mr. H. F. Elberfeld, chairman 
of the committee in charge. 


Philadelphia 

Members of the Philadelphia Control, at 

a meeting held June 24,-elected the follow- 
ing officers and directors: 


President—GEoOrRGE M. 
strong Cork Company. 

Vice-President—Eart D. Pace, Philadel- 
phia & Reading Coal & Iron Company. 

Secretary—R. C. CASSELBERRY, Sharp & 
Dohme, Inc. 

Treasurer—L. D. MorGan, Schramm, Inc. 


ARISMAN, Arm- 


Directors 
A. S. Corson, The United Gas Improve- 


ment Company. 
C. R. C. Custer, The Autocar Company. 
V. L. E.uiott, The Atlantic Refining Com- 


pany. 

F. J. FELL, Jr., Pennsylvania Railroad Com- 
pany. 

F. S. REITZEL, Sun Oil Company. 

W. C. Turner, The Curtis Publishing 
Company. 

RUSSELL VAN Horn, General Water Gas 
& Electric Company. 


The afternoon of that date was devoted 
to golf at the Aronimink Golf Club, and 


dinner was served at the clubhouse, after 


which a business meeting was held, includ- 
ing election of officers and the making of 
plans for the coming season. The Phila- 
delphia Control expects to have a large 
delegation in attendance at the Fourth An- 
nual Meeting of The Institute in New 
York City on September 16 and 17. 


Pittsburgh 


At a meeting of the Pittsburgh Control, 
held June 25, the following officers and di- 
rectors were elected for terms of one year: 


President—P. J. UrquuHart, Aluminum 

Company of America. 
Vice-President—W. H. SwiINNeEy, West 

Penn Power Company. 

Secretary—JOHN L. GLENN, Pittsburgh 

Coal Company. 

Treasurer—WILLIAM E. SCHEIBLER, The 

Union Trust Company of Pittsburgh. 

Directors 
HERBERT A. GIDNEY, Gulf Oil Corpora- 
tion of Pennsylvania. 
CaRL G. JENSEN, A. M. Byers Company. 
GEORGE V. LANG, United Engineering & 

Foundry Company. 

RoscoE SEYBOLD, Westinghouse Electric & 

Mfg. Company. 

M. C. SPaAnrR, Pittsburgh Plate Glass Com- 
pany. 

The Nominating Committee was com- 
posed of Messrs. John M. Auty, J. F. 
Woessner, and W. H. Swinney. The meet- 
ing was held at the Pittsburgh Field Club. 
Members of the Control enjoyed a golf 
match during the afternoon, which was fol- 
lowed by dinner, after which the regular 
monthly meeting was held. The Control 
is considering holding meetings of that 
character in July and August. 


San Francisco Control 
At a meeting of the San Francisco Con- 
trol, held June 13, the following named 
gentlemen were elected as officers and di- 
rectors for terms of one year: 


President—JOHN G. Larson, California 
Packing Corporation. 

Vice-President—EDWARD V. MILLs, Fire- 
man’s Fund Insurance Company. 

Treasurer—CHARLES A. SMITH, American 
Trust Company. 

Secretary—J. E. Brokaw, Crown-Zeller- 
bach Corporation. 


Directors 
E. F. C. Parker, California Water Service 
Company. 
A. T. SAUNDERS, Balfour Guthrie & Com- 
pany, Ltd. 
C. E. ScHink, California & Hawaiian 
Sugar Refining Corporation, Ltd. 


The meeting of the Control was held at 
the Crockett, California plant of the Cali- 
fornia-Hawaiian Sugar Refining Corpora- 
tion, Ltd. Members of the Control were 
taken on an inspection trip through the 
refinery, after which dinner was served at 
the guest cottage of the plant. The formal 
meeting followed. 
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A concession of one and one-third fare on the Receipt Certificate Plan will apply 
for members and dependent members of their families attending the meeting of The 
Controllers Institute of America, to be held at the Waldorf-Astoria Hotel, New York, 
N. Y., September 


SPECIAL RAILROAD RATES 





for Annual Meeting 


Controllers Institute of America 


association territories. 


Effectiveness of the plan will depend on presentation of roo certificates for valida- 
tion. Even though a member may be travelin 


quest the certificate, so as to aid those traveling 
tion in fares. 


The following directions are submitted fer the 


nr 


Vickets at the regular adult one-way first-class 
fare for the going journey must be obtained on 
any one of the following dates: September 12 to 
17, inclusive. (In some instances, tickets may be 
bought earlier than September 12.) Be sure when 
purchasing a going ticket, to request a Certificate 
Plan CERTIFICATE from ticket agent. Do not 
make the mistake of asking for a “receipt.” 


. Be at the railroad station for ticket and certificate 


at least thirty minutes before departure of train. 


. Certificates are not kept at all stations. It is sug- 


gested that members inquire at their home sia 
tions and ascertain whether or not agent can issue 
through ticket and certificate to place of meeting. 
It not, the agent will inform the traveler of the 
nearest station at which they can be obtained. In 
such case, should purchase a local ticket to the 
station which has certificates in stock and from 
there buy a through ticket to place of meeting 
and at the same time ask for and secure a “Certif 
icale Plan” certificate. 


. Immediately on arrival at the meeting, present 


the certificate to the endorsing officer, Mr. Arthur 
R. Tucker, Secretary, as the reduced fare for the 
return journey will not apply unless the certif 
icate is properly endorsed by him and validated 
by a Railroad Special Agent as provided for by 
the certificate. 


Arrangements have been made for validation of 
certificates by a Special Agent of the carriers on 
September 16 and 17, provided such certificates, o1 
a combination of such certificates and round-trip 
tickets, held by members of the organization and 
dependent members of their families, issued un 
der following conditions, aggregate not less than 
100: 


x 


The Reduced Rates Apply to All Passenger Association Territories 


5-17, 1935, and these arrangements will apply from all passenger 


‘but a short distance, he is asked to re- 
a greater distance to obtain the reduc- 


euldance of those who plan to attend: 


Certificates showing the purchase of one-way tickets 
on authorized dates of sale and from authorized terri 
tory from which the adult one-way iirst-class fare is 75 


cents or more 

Round-trip excur 
round-trip Clergy tickets, sold prior to or on dates of 
sale authorized for the convention from points from 
which the adult one first-class fare to place of 
meeting is $2.00 or more 

Certificates or tickets issued for children of half 
be counted the same as adult certificates or 


n tickets of all classes, including 





fare age t 
tickets 


. No refund of fare will be made because of failure 


to obtain a proper certificate when purchasing go 
ing ticket 


To prevent disappointment, it should be unde: 
stood that the reduction on the return journey is 
not guaranteed, but is contingent on an attend 
ance at the meeting of not less than 100 members 
of the organization and dependent members ot 
their families, holding certificates. or a combina- 
tion of certificates and round-trip tickets as cx 
plained above. 


If the necessary minimum of 100 certificates or a 
combination of certificates and round-trip tickets 
aggregating 100 (as outlined above) is presented 
at the meeting and the member's certificate is 
duly validated by the Special Agent. he will be en 
titled, up to and including September 20. 1935. to 
purchase a return ticket via the same route ove! 
which he made the going journey, at one-third of 
the regular one-way first-class fare from the plac 

of meeting to the point at which the certificate 
was issued. 


Vickets so purchased will be good for return pas 
sage to reach original starting point within 30 
days in addition to date of sale of going ticket, as 
shown on the certificate. 


























How To Budget for Profit 


By FLOYD H. ROWLAND 


Member of Controllers Institute of America 
A methods manual on how to make master budgets, 
arrive at standard costs of manufacture and sale, and con- 


trol operations by improved budget procedure. Recom- 


mended by all the leading business publications: 


BARRON’S WEEKLY: 
“The importance of budgeting makes this study of practical budgeting proced- 
ure a useful book to corporation treasurers, controllers and accountants, and 
to general execucives who are interested in the use of budgeting as a means 


of controlling costs and insuring profitable operations.” 


THE CONTROLLER: 
“After going at length into other salient matters, the author carefully and 
painstakingly leads the reader through the steps to the preparation of the 
master budgets, both operating and financial, and a forecasted balance sheet.” 
FACTORY MANAGEMENT AND MAINTENANCE: 
“Of practical value to treasurers, controllers and accountants; likewise to 


factory executives.” 


THE AMERICAN ACCOUNTANT. 


“Meets a very real and immediate need on the part of business executives.” 


Price $4.00 


Members of The Controllers Institute of America may obtain copies ata special raie, 


which will be quoted upon request. 





ConTROLLERS INSTITUTE OF AMERICA : One East Forty-Second St., New York City 

















